ER 37-2-10
Change 80
25 Apr 94

CHAPTER 31
ACCOUNTI NG TREATMENT FOR MJULTI PLE- PURPCSE PRQIECTS
31-1. Gener al .

a. Wen a multiple-purpose project is authorized and funded
by Congress, the authorization includes the purposes for which
the project is to be constructed. “Muiltiple-Purpose Projects” is
defined as relating to all projects which contain any authorized
rei mbur sabl e purpose or purposes, regardl ess of budgetary
classification. Commonly authorized purposes are:

Power Fish & Wldlife
Fl ood Contr ol Navi gati on
Irrigation Wat er Supply
Low Fl ow Regul ati on Recreation
b. The project will include purposes which are reinbursable

and non-rei nbursable. Construction costs of reinbursable

pur poses including Interest During Construction (IDC) wll be
repaid to the Corps of Engi neers by another agency or |ocal

pur chaser. Nonrei nbursabl e costs are borne entirely by the U S.
Treasury.

c. The project will have costs which are both specific and
joint. Specific costs are related to or for the benefit of only
one purpose, whereas joint costs are shared by all authorized
pur poses of the project. Generally, feature accounts determ ne
the purpose of the cost and whether or not that cost is specific
or joint; however, costs incurred for only one purpose under any
feature should be separately identified and allocated to only
t hat purpose. Purposes not included in project authorization do
not share joint costs unless there is a post-authorization
change.

d. Joint costs are distributed to individual purposes of a
project using joint allocation percentages. These percentages
are contained in the Cost Allocation Study prepared in accordance
with ER 1105-2-100, “Cost Allocation for Miltiple-Purpose
Projects”. There is one set of percentages for construction
costs and another for O&M Care nust be exercised to use the
percent ages appropriate for the task bei ng perforned.
Distributions of joint costs for transfers to Plant-1n-Service,
additions, retirenents and depreciation will be made using
construction percentages even when funded under O&M Gener al
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e. Special requirenents exist regardi ng reinbursable
projects, particularly projects on which electric power is
produced by the governnent for sale to the public. These
requi renents include recovery of the governnment investnent,
conputing interest on the governnent investnent and on gover nnent
funds applied to operation and mai nt enance, and conputing
depreci ati on.

f. For power projects conpound interest will be conputed on
t he unanortized governnment investnent in project facilities at
the rate which was used in the justification data submttted to
the Congress in support of the initial request for construction
funds. Conpound interest will also be conputed where interest
during operations has not been paid, either by the marketing
agency or the |ocal purchaser of the Corps project output. The
annual interest rate for both unpaid interest during operations
and O&M expenses will be the current annual interest rate
determ ned by the U S. Treasury Departnent for the rel evant
fiscal year. This annual interest rate will be furnished by
engi neer circular annually and should be in agreenent with the
rate furnished by the Departnent of Energy to the marketing
agenci es.

g. Were storage space for water supply in Corps of
Engi neers projects is provided under the authority of the Water
Supply Act of 1958, as anended, the interest rate for the portion
of the project applicable to water supply will be determ ned as
prescri bed by that Act.

h. Were project purposes include hydroel ectric power
production delivered to Departnent of Energy marketing agencies
for resale under the authority of the Flood Control Act of 1944,
and interest rates devel oped using Departnent of Energy criteria
differ fromthose in paragraph (f) above, rates for the power
purpose only will be based on the Departnent of Energy criteria.
These rates will be used in adjusting the IDC figures once the
portion of the project for power is known, and in conputing
Interest During Operation on the project*s unpaid investnent
cost. Investnent cost includes cost of initial construction,
capitalized additions and/or betternents, capitalized mjor
repl acenents, and IDC. Interest conputed before the plant goes
in service will be capitalized as |DC

31-2. Applicability.

a. Wenever it is necessary to account for interest or
depreciation for any part of a reinbursable project, subdivisions
of the accounts for interest and depreciation nmust be maintai ned
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to segregate those costs which are applicable to the reinbursable
pur poses fromthose which are nonrei nbursabl e.

b. Interest, depreciation and investnent recovery factors do
not enter into the data to be incorporated in budget and program
subm ssions. These factors will not be included in the “work
accounts” of the project.

c. Regardless of budgetary classifications, multiple purpose
projects shall have cost records distinguishing between specific
facilities and joint facilities. The specific and joint
facilities will be further broken down by feature and subfeature
| evel s.

31- 3. Timng of Transfers to Plant-1n-Service (PILS)

a. The various purposes of a project will be considered in
service progressively as each purpose is essentially conpleted
and avail able for serving the intended function which justified
its inclusion in the project.

b. Transfers to PIS wll be effected for specific features,
subfeatures, or units serving a project purpose, plus the related
portion of joint facilities on the basis of conpletion to the
point of availability to serve the project purpose (exceptions
are expl ai ned below). Such transfers will be nade as of the end
of the nmonth in which physical conpletion occurs. The in-service
date for PIS wll be considered as the first of the nonth
followng the availability to serve the project purpose, at which
time interest during construction ceases and interest charged to
operations commences on all construction costs pertinent to that
pur pose. Cost of boundary |ine survey and marking, when
performed under the maintenance feature, Operation and
Mai nt enance appropriation, will be transferred to PIS at the
cl ose of each fiscal Year.

c. Al specific and joint costs related to water supply are
transferred when operational, regardless of the status of the
ot her purposes.

d. Exceptions to total purpose transfers to PIS.

(1) Power Purpose. Increnental transfers of construction
cost to PIS for specific power facilities, joint use facilities
all ocated to power and related interest during construction wll
be determned as follows. Calculate the ratio for each unit (as
a separate purpose) of a multi-unit installation, based on the
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namepl ate kilowatt rating for each unit, to all the units
scheduled initially as a part of a continuous construction
schedul e. Then, on the |last day of the nonth in which a unit
becones available for service, its ratio wll be taken of the
estimated total cost of the specific power facilities, the
estimated total cost of the joint use facilities allocated to
power, and of the actual interest charged to construction rel ated
to the power purpose.

(2) Recreation Purpose. Increnental transfers of
construction cost to PIS for specific recreation facilities and
joint use facilities allocated to recreation and rel ated interest
during construction will be determned as follows: Calcul ate the
rati o of each maj or devel opnent area separately and the ratio of
the total of the m nor devel opnent areas to all the areas
schedul ed as part of the project authorization. A major area is
one with a cost of $100,000 or equal to five percent of the total
recreation cost, whichever is greater. Then, on the |ast day of
the nonth in which an area becones avail able for service, its
ratio will be taken of the estimated total cost of the specific
recreation facilities, the estinmated total cost of the joint use
facilities allocated to recreation and of the actual interest
charged to construction related to the recreation purpose.

(3) As of the first of the following nonth, interest as a
charge to construction ceases and interest charged to operations
commences on such increnents of construction transferred to PIS,
as descri bed above.

e. The costs transferred to PISwill be the total estimted
cost of the specific facilities being transferred, the portion of
the total estimated joint use facilities cost allocated to that
purpose plus the related portion of interest charged during
construction. Generally, all project purposes are already in
service at the tinme the final power unit is placed on-line, at
which time PIS accounts for all specific and joint use facilities
will be adjusted to agree with actual costs. In the event that
facilities for one or nore other major purposes (purposes to
whi ch joint use costs are allocated) are not in service when the
| ast power unit is placed on-line, such adjustnment of PIS
accounts will be deferred until such purposes are in service.
There is not a deferral to PIS for facilities related to purposes
for which joint costs are not allocated and which were not
included in the project authorization, such as recreation
facilities added by authority of general l|legislation (e.g., the
Fl ood Control Act of 1944). After major project purposes are in
service and PI'S accounts have been adjusted to reflect actual
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costs, additional construction costs incurred will be transferred
at the end of each fiscal year prior to closing the accounts. In
determning the related anount of joint cost to be transferred,
care will be exercised to ensure that cost allocations to
specific purposes are nmade in conformance wth the bases
contained in the Cost Allocation Study.

f. When the firmor final allocation for a multiple purpose
project is received, the retroactive adjustnents will be based
upon the actual costs incurred. If the final allocation
percentages differ only by one-half of a percent, no adjustnment
is necessary. \Were the deviation is greater than one-half of a
percent, a subsequent refinenent shall be made in the
conput at i ons.

31-4. Conpl etion Reports. ENG Form 3013 (Wrk O der/ Conpl etion
Report) will be prepared and processed in accordance with the
provi sions of Chapter 6 when features, subfeatures, or conponents
under the features 01 through 20 have been physically conpl et ed.
At this time costs accunulated in distributive features 30, 31,
50, 51, 52, 53, and 71.1, etc. nust be distributed to appropriate
pl ant features. \Where project records provide an inadequate
basis for the distribution, an engi neering anal ysis and

determ nation will be made. This analysis and determ nation w |l
be performed by technical personnel who posses adequate know edge
of the project involved.

a. PIS amounts are recorded in feature account 78 with
identification of features 01 through 20. Each account is al so
identified as to whether the cost is specific or joint and the
purpose to which related. Costs being transferred are not
renmoved fromthe account where initially recorded, but transfer
is acconplished through use of the 88 feature which is a credit
to GL 107. Construction costs will maintain identity as
originally recorded.

The structure of the 78 and 88 accounts is detailed in EP 37-26-1
dated 1 Apr 87, Chapter 7.

(1) As a minimn, cost recorded in the 88 account w ||
reflect the foll owm ng breakdown:

(a) Direct construction costs (hired |abor, contractors’
earnings including | and paynents, materials, and applied
construction facilities).

(b) Engi neering and design.
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(c) Supervision and adm ni stration.
(d) Oher distributive costs.
(e) Interest during construction.

(2) As a mininmum cost recorded in the 78 account w ||
reflect the foll owm ng breakdown:

(a) Land acquisition paynents.
(b) Land acquisition expense.

(c) Construction costs (direct construction costs,
engi neering, design, supervision, admnistration, and ot her
di stributive costs).

(d) Interest during construction.
(e) Retirenment credits.

The foregoing procedure will provide direct relationship between
the work order cost accounts and program and performance reports
and between the subsidiary accounts for construction WrKk-in-
Progress, the subsidiary accounts for PIS, and the rel ated
Ceneral Ledger control accounts.

b. Construction costs in connection with projects which are
transferred after conpletion to other agencies or to |ocal
interests will be transferred to General Ledger 133.9. Projects
are transferred to other agencies or local interests fromthe
construction Wrk-in-Progress account when the foll ow ng
conditions are net:

(1) The other agency or local interest, as applicable, has
been notified of the transfer of responsibility for operation and
mai nt enance of a separable physical unit of a project (or the
entire project)

(2) Final costs for the itens to be transferred have been
recor ded.

31-5. I nterest During Construction.

a. Power.

(1) During the period of constructing a project
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or additions thereto, interest on the costs of construction,
including | and costs, and other project costs related to
construction (e.g., the net changes during the period in accounts
for construction facilities, stores, engineering, design

supervi sion and adm ni stration) for each nonth will be conputed
as sinple interest fromthe mddle of that nonth until the end of
the current fiscal year. Interest on previously accounted costs

i ncl udi ng accunul ated interest will be conpounded annually on the
| ast day of each fiscal year and on the date of transfer to PIS.

I nterest during construction is conputed for all purposes except
wat er supply at the project authorized rate. Construction is
initiated when land is purchased or a construction contract is
awar ded, whi chever occurs first. After transfer to PIS, interest
will be charged in relation to the additional actual costs
incurred for acconplishing final conpletion of the feature,
subfeature or unit serving a projecct, in the sanme manner as for
initial construction; however, it wll be accounted for as
interest charged to operations. Interest wll be based on al
accunul ated costs including previous interest costs and excl udi ng
costs incurred under contributions in aid of construction from

ot her than Federal Agencies. Interest during construction wll be
recorded in the accounts not |ater than the end of each current
fiscal year. Interest cost will not be applied directly to the
wor k order accounts, but wll be held in Account 71.1 and 671.1
(G 107 Undistributed Interest During Construction), until the
work is transferred to PIS. At that tinme, the applicable portion
of the interest in Account 71.1 and 671.1 (G 107), together wth
the other costs representing the conpleted work will be
transferred to the appropriate PIS accounts. The contra credit
for interest cost charged to construction will be reflected in
Account 92 or 692 (G 134 Interest on Governnent |nvestnent) as
applicable. Al entries to accounts for interest during
construction wll be supported by working papers show ng
appl i cabl e conputations of current charges and all ocati ons.

(2) Additions and Repl acenents. The policy on additions
and repl acenents signed by the Departnment of Energy and the
Acting Assistant Secretary of the Arny (Gvil Wrks) in 1984
provi des that each addition and replacenent will be repaid by the
Power Marketing Agency at the rate of interest applicable to the
fiscal year in which construction is initiated or the addition or
repl acenent i s purchased.

(a) If the addition or replacenent is conpleted within one
fiscal year, interest to operations will be conputed. The
authorized interest rate for the itemw |l be the rate applicable
to the fiscal year the itemwas constructed. PIS records will be
structured in order to identify the various interest rates.
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(b) If the addition or replacenent requires nore than one
year to conplete, the itemw || accrue interest during
construction fromthe tinme construction begins, and wll be
charged until such facility is transferred to PIS. At the end of
the fiscal year prior to conpletion, the interest obligation
shall be added to the cost of the facility to be charged interest
for subsequent periods. Upon conpletion, interest during
construction and the construction cost will be transferred to
Pl S.

b. Water Supply. The Water Supply Act of 1958 as anended
by the Water Resources Act of 1986 requires that before
construction or nodification of any project including water
supply provisions for present demand is initiated, state or |ocal
interests shall agree to pay for the cost of such provisions.

For Corps of Engineers projects, the Secretary of the Arny may
permt the full non-Federal contribution to be nmade, w thout
interest, during construction of the project, or, with interest,
over a period of not nore than 30 years fromthe date of
conpletion, with repaynment contracts providing for recal cul ation
of the interest rate at five-year intervals. Interest to
construction will be recorded at the rate specified in the water
supply contract.

c. Irrigation. Interest is not required to be repaid by
irrigators. Only the Federal construction costs are required to
be repaid. Irrigation costs above the water users™* ability to

pay are to be repaid by revenues from surplus hydroel ectric power
sal es and other m scel |l aneous project revenues wthout an
i nterest charge.

31-6. | nterest Charged to Operations.

a. The bases for interest charges to operations are the net
investnment in fixed assets, and the net income or expense of the
year exclusive of current year interest and exclusive of costs
i ncurred under contributions from other than Federal agencies.
The procedures outlined bel ow provide for an orderly conputation
of interest. The amount of interest will be recorded in the
accounts not later than the end of each current fiscal year. A
entries for interest charges to operations will be supported by
wor ki ng papers showi ng applicable conputations and all ocati ons.

b. Prior to conputing the interest to be charged to
operations, direct operating costs and incone wll be allocated
and transferred fromcurrent fiscal year accounts to G 136, Non-
rei mbursable Costs and to G 137.1, Results from Qperations, as
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applicable. After the above has been acconplished, the foll ow ng
sequence of interest conputations will be nmade to determ ne the
anount of interest to be charged to operations:

(1) For Account 137, Status of Cost Recovery- Rei nbursabl e
Costs, conpute interest at:

(a) one-half the current year rate on the net total of the
current year project expenses and incone reflected in Account
137.1, excluding fromthe account the anmounts of current year
depreci ation and anortizati on expense and the inconme reported by
the marketing agency as allocated to the Corps* projects. The
above excluded i nconme anobunts are considered in Account 135.2
Funds Returned to U. S. Treasury by O her Agenci es.

(b) one-half the current year rate on the net change during
the year in Account 137.2. (Current rate)

(c) the full rate on bal ances at end of the preceding year
in each Account 137.-. The interest rate used wll be the
aut hori zed rate.

The result of these conputations will normally be interest
charged to rei nbursabl e operati ons.

(2) Conpute inverse (negative) interest on the current
fiscal year charges recorded in Account 135.2 applicable to
i ncone collected by the marketing agencies for the reinbursable
functions of the projects. Normally this interest will be
conputed at the full current rate for the period fromthe day
followng the date the incone is allocated to the Corps of
Engi neers project to the end of the current fiscal year.
O herwise, interest wwll be conputed in accordance with specific
agreenents between the Corps of Engineers and the marketing
agencies. The resultant anount of interest will be credited to
rei mbur sabl e operati ons.

(3) For the net unrecovered investnent, conpute interest as
fol | ows:

(a) For multiple purpose project accounts subsidiary to
Accounts 101.1 through 101.4 PI'S, as applicable, conpute interest
at full authorized rate on the net total of the bal ances as of
the end of the preceding fiscal year, and conpute interest on
current fiscal year changes on the sane basis provided for
initial construction (Authorized Rate).
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(b) Conpute interest at the full rate, established for the
initial project, on the net total of the balances as of the end
of the preceding fiscal year, and at one-half the full current
year changes, except as noted below, in the project accounts
whi ch are subsidiary to the followi ng General Ledger accounts:

—102. Provision for Depreciation, PIS. Exclude current
fiscal year depreciation charges in this account when conputing
interest on current fiscal year charges.

- 108. Retirement Work in Progress.
- 179. Deferred and Other Undistributed Itens.

(c) The resultant amount fromthese conputations will be
allocated to all the purposes of the project in proportion to the
unrecovered construction investnent in the various purposes.

31-7. Depreciation. Al nmultiple purpose project PIS, other
than fee-sinple | and paynents, wll|l be subject to depreciation as
defined in description of GL 102. Depreciation will be based on
book cost of PI'S, including interest during construction and
contributions in aid of construction. Effective 1 Cct 1989, with
t he approval of the General Accounting Ofice, the straight line
met hod of depreciation is used. Annual rates will be applied to
PI' S accounts and such rates will be based on the estimted
service lives of the depreciable assets. Al depreciation wll be
recorded under the O&M appropriation and will be classified by
proj ect purpose. Each plant feature and subfeature account wll
provide the basis for classification.

31-8. Acquisition Wrk Orders (AW)). Capitalized itens include
new itens, additions and betternents, that neet the criteria in
chapter 1, paragraph |-13d. Additions include facilities added
to the original structure or itemof operating equi pnent, but not
repl aci ng existing portions thereof. Betternents include

i nprovenents to structures or itens of operating equi pnment by
substitution or nodification of portions of the existing
property. \Wen renewal s or replacenents have substantially
greater capacity than that of the original parts renewed or
replaced, the estimated portion of the cost of such renewal or
repl acenent in excess of the estimated cost of replacing the
original parts should be classified as betternents. Al AWs
under the O&M appropriation are recorded in the maintenance
accounts G 107. Boundary line survey and marking costs
chargeabl e to Account 21.3-, Reservoirs, will be transferred to
PIS at the close of each year. The cost of property
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acquired as a result of trade-ins is nmeasured by the cash paid or
payabl e, plus the anount allowed by the seller on the traded-in
property. The Corps does not trade in large significant plant
itenms. Allocations to the joint purposes will be based on the
Construction General allocation percentages, even though financed
under O&M

31-9. Retirenment Work in Progress (RWD). The accounts under
this caption are applicable only to nultiple purpose projects.
They will be supported by subsidiary accounts for each project.
When pursuant to proper authorization, property is retired from
service and dismantl ed, destroyed, transferred, sold, or

ot herwi se di sposed of, the cost or other basis of accounting is
removed fromthe account. Renoval costs shall be considered in
determining the loss or gain on retirenents.

a. The anmounts pertaining to each work order for other than
land will be transferred to Account 102, Provision for
Depreci ation and Anortization, when the work order is conpleted.
The RWO breakdown under GL 102 will consist of the book cost,
costs incurred to retire the plant, and sal vage credits.

b. For retirenent work orders relating to fee-owned | and,
the amounts reflecting the purchase price and other el enents of
retirement work will be transferred to Account 136. 6,
Non—Rei nbur sabl e Costs —Net Gain or Loss on Retirenent of Land
(Mul tipl e-Purpose Projects), and 137.2, Status of Cost Recovery -
Rei mbursabl e Costs = Net Gain or Loss on Retirenent of Land
(Mul tiple-Purpose Projects) as applicable. Acquisition expenses
and interest charged to construction relating to fee-owned | and
retired wll not be transferred fromPIS accounts but wll be
anortized over the life of the project.

31-10. Cost and | nvest nent Recovery.

a. The legal requirenents with respect to plant used for the
production of sal able power or other reinbursable services are
that the rates charged for such power or services be sufficient
to recover the governnment investnent allocated to the
rei mbursabl e portion of the project over a reasonable period of
years. Usually, the period of such recovery does not extend to
the same period as estinmated for the useful service life of the
project. The gross investnent recovery is reflected by the sum of
Accounts 102, Provision for Depreciation and Anorti zati on,

PIS;, and G 137.1 and G. 137. 2.
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b. The incone of the reinbursable functions of the project,
| ess the anobunts of expense, depreciation and anortization, and
interest charged to operations, wll be reflected in G. 137.1
Results from Qperations. In addition, the net gain or |oss on
retirement of land relating to reinbursable functions wll be
reflected in GL 137.2, Gain or Loss on Retirenent of Land
(mul tipl e-purpose projects). The sumof G. 137.1 and 137.2 w ||l
refl ect the net recovery of costs on an operating cost basis,

i ncl udi ng anounts for depreciation and anortization of PIS.

31-11. Allocation of Actual Operation and NMai ntenance Expenses

a. Basis. The basis for allocating actual costs for
mul ti pl e- purpose projects to the various functions served is for
engi neering determ nation and is contained in the basic project
cost allocation as outlined in ER 11050-2-100.

b. Procedure.

(1) Actual operating expenses will be recorded in the
proj ect cost records under the 01 through 19 series of accounts.
Such accounts, except account 19, Supervision and Adm nistration,
can generally be readily identified with specific or joint use
facilities. Simlar identification of operating supervision and
adm ni stration costs, Account 19, can be obtai ned by worksheet
distribution thereof to all other operating expense accounts.
Operating expenses applicable to joint use facilities wll be
allocated to the various project purposes on the basis of
al l ocation of joint operation and mai ntenance costs in the basic
cost allocation study.

(2) Actual maintenance expenses will be recorded under the
20 through 35 series of accounts; and, for major and m nor
rehabilitation, under the 01 through 53 series of accounts.
These accounts can be readily identified with specific or joint
use facilities. M ntenance expenses applicable to joint use
facilities, excluding costs relating to additions to or
retirements of PIS, will be allocated to project purposes on the
basis of the allocation of operation and mai nt enance expense
contained in the basic cost allocation study. Joint use
mai nt enance expenses applicable to additions to or retirenents of
PIS will be allocated to project purposes in accordance with the
al l ocation of construction costs in the basic project cost
al l ocation study.
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* 31-12. Capital Plant Accounting, Additions, Replacenents, Myjor
Repairs, and Betternents.

a. GCeneral. Estimating, budgeting, accounting, and
reporting of all elenments of plant costs will be in confornmance
with the uniformlist of plant itens and retirenent units and
rel ated service lives prescribed in Appendi x A

b. Capital Plant Records. Project PIS wll be inventoried
at the level of principal itens and sub-itens prescribed for each

feature and subfeature account, and the inventories wll be
priced. Such priced inventories will constitute capital plant
records. |If the project construction and operating records do

not contain adequate data for determ nation of the plant
inventory list, a physical count of the itens will be required.
Capital plant records should be maintained in such a manner that
data may be available with respect to major plant additions,
replacenents, and retirenents for future plant nortality studies,
etc.

c. Pricing Capital Plant Inventories.

(1) GCeneral. Priced inventories for each project plant
feature and subfeature account wll reflect balances or related
PI' S accounts. The el enents of construction or acquisition
(it ncluding installation when applicable) cost (including
contributions in aid of construction) and interest during
construction will be separately priced for each feature and
subf eat ure.

(2) Pricing Bases.
(a) Construction or Acquisition Costs.

1l General. The basic cost of each itemin the plant
inventory will be direct construction or acquisition cost
thereof. Distributive costs (E&D, S&A, etc,) applicable to each
feature or subfeature will be assigned to individual plant itens
on the basis of such direct cost. \Wen project records are not
adequate for assignnent of cost to plant itens, the construction
cost of a feature or subfeature will be assigned to applicable
pl ant itens by engineering analysis and determ nation. Such
assignment of cost should be performed by qualified technical
personnel who possess adequate knowl edge of the project involved,
appl yi ng such knowl edge with judgnent and di scretion.
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2 Progressive InterimTransfers to PIS. Interim plant
inventories will be prepared to reflect total PIS or avail able
for service as of each progressive in-service date during the
conti nuously schedul ed construction program Except at the final
interimprogressive in-service date, all interiminventories wll
reflect the portion of total estimated project construction cost
in PIS accounts. The final interiminventory will reflect the
total actual construction cost incurred to the final in-service
date. The basis for pricing of individual interiminventory
itens wll be either the estimated or actual direct construction
cost assignable thereto, as applicable. At each fiscal year-end,
the final interiminventory will be updated to include additional
costs transferred to PIS at the fiscal year-end.

3 Updating Plant Inventories. After the final interimin-
service date, the project plant inventory will be updated at each
fiscal year-end to reflect changes to PIS resulting fromroutine
retirenments, additions, or replacenents of plant during the
fiscal year. Basis for pricing individual itenms added to PIS w |
be construction or acquisition cost reflected in the applicable
mai nt enance work order cost accounts. Plant itens will be retired
fromservice at the construction or acquisition cost indicated
therefor in current capital plant records, and the next updated
inventory will reflect such retirenents.

4 Separately Authorized Mdifications. Wien additions or
repl acenents of plant result fromseparately authorized project
nodi fications, individual plant itens added will be priced in the
sanme manner as initial project construction, as set forth above.
Pricing of itenms renoved fromservice as the result of such
nodi fications will be the sanme as for routine retirenents.

(b) Interest During Construction. Total interest during
construction included in each PIS feature or subfeature account
w Il be assigned to applicable plant itenms in service on the
basis of the total construction or acquisition cost of each item

(c) Pl ant Additions, Replacenents, Betternents,
Retirenents, and Major Repairs. The cost of such activities,
whet her funded under the Operation and Mai ntenance appropriation
or the rehabilitation category of the Construction, Ceneral
appropriation, shall be accounted for as either capital plant
costs or mai ntenance expense in accordance with the provisions of
Appendi x A
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31-13. Conposite Service Lives.

a. GCeneral. Conposite plant service lives will be
established for each plant feature or subfeature account to
provi de the bases for depreciation and anortization conputations.
Conposite service lives will be conputed on the basis of priced
pl ant inventories and the service |ives prescribed for principal
plant itens in Appendi x A, using the procedure depicted in
Illustration 31/1.

b. Interim Conposite Service Lives - Estinmated Cost.
Conposite service lives will be established no |later than the
initial progressive in-service date for interimuse during the
progressive project in-service period. Conputation of interim
conposite lives will be based upon the total estimated
construction cost assigned to each plant inventory item of each
feature and subfeature plant account, and the applicable service
lives prescribed in Appendix A If, with respect to one or nore
project features or subfeatures or the total project, the scope
of the construction program and/or the estimted construction
cost is revised during the construction period to the extent that
interimconposite service |lives would be changed, such interim
lives wll be reconputed and the revised interimlives wll be
used thereafter.

c. Final Conposite Service Lives —Actual Cost. Upon fina
progressive interimtransfer to PIS, final conposite service
lives wll be conputed substituting actual total construction
cost for estimated total cost. The final conposite lives wll be
used thereafter. Retroactive depreciation adjustnments based on
the reconputed service lives wll not be nade w thout prior
approval of the Chief of Engineers. 1In the event such
adj ustments are consi dered warranted, request for approval
thereof will be submtted to HQUSACE (CERM F), WASH DC 20314-
1000, citing all pertinent information.

d. Updating and Reconputing Final Conposite Lives. Such
service lives will be updated and reconputed only when the nature
of additions, retirements, or replacenents of capital plant would
materially affect the conposite lives of one or nore features or
subfeatures. Such reconputed service lives will be effective as
of the date of the change in capital plant which resulted in the
reconputation, and wll not be applied retroactively.

e. Subm ssion Procedure. Two copies of the initial interim

conposite life conputations for each project, in the format of
[llustration 31/1, will be submtted to HQUSACE (CERN-F) wi thin
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90 days after the initial project in-service date. Al so, two
copies of the basic final conposite life conputations wll be
submtted within 90 days after the final progressive in-service
date. One copy of each submttal will be marked for HQUSACE
(CECW OV, WASH DC 20314-1000, and the other to HQUSACE (CERM F),
WASH DC 20314-1000.

31-14. End-of -Year Checklist.

a. Before Cosing Month of Septenber:

(1) Verify Chart B, general |edgers, and cost records are in
bal ance.

(2) Verify purpose codes for each charge nunber are
established and correct.

(3) Verify O&M Gen accounts assigned G. 107 are correct.
b. After Cosing Month of Septenber:

(1) Distribute 50, 51 ,52, 53, 650, 651, 652, and 653 to
appropri ate pernmanent features.

(2) Record paynent to states.

(3) Record incone from power marketing agency, headwater
benefits, and incone from power used by the project.

(4) Conpute and record interest to operations and i nterest
during construction.

(5) Conpute and record depreciation.
c. After Processing End-of-Year:
(1) Verify Gs 171, 161, 162, and 163 have a zero bal ance.

(2) Verify Chart B, general |edgers and cost records are in
bal ance.

(3) Prepare and nmail financial statenments. (Suggested
format at Appendi x B.)

31-15. Pro-Forma Entries for Miltiple-Purpose Projects
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a. To Record Interest on Net |nvestnent:

Dr: 171 COperation and Mii ntenance Expense.
C: 134 I nterest on Governnent | nvestnent.
Entry will be supported by interest conputations.

b. To Record Interest Capitalized:

Dr: 107 Construction Wrk in Progress —(Cost Account —
Undi stributed Interest During Construction).
C: 134 I nterest on Governnent | nvestnent.
Entry will be supported by interest conputations

c. To Record Depreciation on Plant, Property, and
Equi prent :

Dr: 171 Operation and Mii ntenance Expense.
Cr: 102 Provisions for Depreciation - Plant in
Servi ce.
Entry will be supported by depreciation conputations

d. To Record Coll ections Made by O her CGovernnent
Agenci es:

Dr: 135.2 Funds Returned to Treasury by O her
Gover nment Agenci es.
C: 161 OQperating I ncone.
162 Credits to Operations.
163 Nonoper ati ng | ncone.
Entry is normally supported by interagency agreenents, etc.

e. To dose Incone Accounts:

Dr: 161 Operating |Incone.
162 Credits to Operations.
163 Nonoperating | ncone.
Cr: 136.- (Non-reinbursable Costs).
137.1 Results from Operati ons.
137. 3 | nvest nent Recovery on Non- Revenue Purposes
or Non- Ml ti pl e- Purpose Projects.

For revenue produci ng operations, close the income accounts
to 137.1, Results from Qperations; for reinbursabl e purpose
wi t hout produci ng operations, all applicable non-operating

i ncone should be closed to 137.3; for all others, use only

136. - (Non-rei nbursabl e Costs).

31-17



ER 37-2-10
Change 80
25 Apr 94

f. To O ose Expense Accounts:

Dr: 136.- (Non-rei nbursabl e Costs).
137.1 Results from QOperati ons.
137.3 I nvestnent Recovery on Non- Revenue Purposes
or Non-Muiltipl e- Purpose Projects.
C: 171 Operation and Mi nt enance Expense.

For revenue-produci ng operations, close the applicable
expenses to 137.1, Results from Operations; for reinbursable
pur poses w t hout revenue-produci ng operations, close the
appl i cabl e expenses (depreciation) to 137.3; for all others,
use only 136.- (Nonreinbursable Costs).

g. Transfer of Conpleted Construction Work in Progress to
Pl S:

Dr: 101.- Pl ant - i n- Ser vi ce.
Cr: 107 Construction Wirrk in Progress.
Entry will be supported by work order conpletion reports.

h. Retirenent of PIS:

(1) Transfer of Book Cost of Plant to be retired to
Retirement Work in Process.

Dr: 108.1 Plant, Property & Equipnment in Process of
Retirement.
Cr: 101.- Plant-in-Service.
Entry will be supported by authorization for retirenent.

(2) Conpletion of Retirenent:

(a) Land only

Dr: 108.3 Retirenent Receipts.
136.6 Non-reinb Costs-Net Gain or Loss on
Retirenment of Land (Milti pl e-Purpose
Proj ects).
137.2 Reinb Costs-Net Gain or Loss on
Retirenment of Land (Milti pl e-Purpose
Proj ects).
Cr: 108.1 Plant, Property and Equi pnent in Process
of Retirenent.
108.2 Retirenment Wbrk.
This entry will be used when a loss is incurred. In case
of a gain on retirenent, Accounts 136.6 and
137.2 woul d be credited.
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(b)

O her than Land:

Dr:

Cr:

102 Provi sion for Depreciation, PIS.
108. 3 Retirenent Receipts.

108.1
108. 2

Plant, Property and Equi pment in
Proccess of Retirenent.
Retirenent Wrk.
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